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Introduction

Introduction

Welcome to the Crowe 2020/21 manufacturing
outlook survey, produced in collaboration with
the Confederation of British Metalforming
(CBM).

The past year has been dominated At the time of publication, the UK has

by the effects of the coronavirus just entered yet another lockdown

pandemic (COVID-19) and in keeping until at least mid-February 2021

with the campaign which we have been and although this does not directly

running throughout the year, ‘getting affect the ability of manufacturing

back onto a new and safe track’ is businesses to trade, the effect on

the theme of this year’s survey. demand and also disruption caused
by illness and ongoing childcare

We very quickly realised that after issues while schools are closed

the initial shock to the manufacturing will impact some businesses.

supply chains back in March 2020,
there was a need to firstly stabilise
businesses, then ‘heath check’
them to prepare for a return to what

would be a new way of working. There was Stl” a gOOd
deal of positivity for
the future.



Conversely, the successful conclusion
of an EU trade agreement at the end
of 2020 and after our survey closed,
has provided welcome reassurance
that movement of goods can continue
between the EU and the UK in the
future in a manner that protects
manufacturing, albeit with a lot more
paperwork and other issues involved.

The prospect of the rollout of vaccines
over the winter and spring suggests
an end to COVID-19 disruption and

an EU deal also provides some
greater certainty. Businesses need

to use their time wisely to plan for
what will be a different future.

The findings of our survey indicate
that optimism for the future was
understandably tempered by the
uncertainty around in the survey
period. However, there was still

a good deal of positivity for the
future which we hope will become
reality as the year progresses.

Johnathan Dudley
Partner and Head of
Manufacturing,
Crowe
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Overview

Overview

These results very much mirror the views
of CBM members, which shows the
effects have been widespread across all

manufacturing sectors.

While results show that 83% of
companies expect turnover to
grow, we have to be realistic and
say they are working from a very
low starting point, mainly down
to the effects of the pandemic.

With the time elapsed since the

survey was taken and taking into
consideration the EU Trade deal, this
83% would be considerably lower
now. Especially given the prolonged
lockdown we currently find ourselves in
and the fallout from the trade deal with
logistical issues and the effect of rules
of origin, which will come into play.

The roll out of the COVID-19 vaccine
is obviously a huge boost and

despite the concerns we’ve seen
regarding the trade deal, it’s still a

far better than a ‘normal’ deal. The

big question is, when will normality
return, which is very difficult to predict
at this point. However we have to be
positive and it’s clear that things will
improve and opportunities will arise.

The challenge for manufacturers is to
be ready for those opportunities, this
will be determined on how strong the
companies are when they emerge from
the pandemic. If they are burdened
with debt they will need to focus on
what’s happening in front of them

first, to clear the balance and then,
hopefully, be in a position of profit.



The biggest challenge, outside any
debt, will be rebuilding confidence
in the markets and better sales.
Those who deal with Europe will
look to keep relationships smooth
and avoid additional costs for both
sides to protect the relationship
and the margin. Small businesses
need to be more agile and flexible
but most importantly improve
productivity, only then will they be
able to realise the margins to trade
profitably with the EU. Those that
emerge the strongest will thrive
both in the EU and globally by being
able to benefit from new markets.

Manufacturers need to ensure

their businesses are lean with no
waste, they must strive to improve
productivity to its maximum.

These are the basics, but also
fundamental in ensuring businesses
are prepared to make the most

of post-Brexit opportunities.

The UK is way behind our European
competitors when it comes to digital
technologies, which in turn has left
us a long way behind on productivity.
This is, in some part, due to the
failure to invest in change, a lot of
that is a result of uncertainty over the
past four and half years and frankly,
a lack of government support.
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There are examples in the

UK where this has been done
successfully. These companies
are now reaping the benefits but
sadly it isn’t happening enough.

It’s critical businesses take

this opportunity to change, to
support re-shoring to the UK

and the transformation to digital
technologies. The Confederation
of British Metalforming will be
lobbying the government hard for
more support for the manufacturing
sector but UK manufacturers must
embrace the change required

or they will be left behind.

Stephen Morley
President of CBM,
Confederation of
British Metalforming

{4

cBM

CONFEDERATION
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Survey respondents

Survey respondents

Our survey was conducted between October and
December 2020 and covered a range of businesses
nationwide, across a number of sub sectors.

Automotive and aerospace together accounted for 30% of respondents with
11% rail, 10% food and beverages and 4% domestic supplies. The largest
category, 45% was ‘other’ indicating that respondents either operate in sectors
such as mining or oil and gas, or a combination of cross sector industries.

SZ

20% 10% 11%

Automotive Aerospace Rail
40 Tl
o) o)
10% 4% 45%
Food and Beverage Domestic Other



The type of manufacturing of
respondents is evenly spread.

1 20/0 Precision Engineering

1 70/0 General

70/ O Plastics and Composites

1 70/ O Metal processing

1 Ocyo Metal finishing

1 20/0 Forging and casting

7% cap

1 80/0 Other and mixed

The range and diversity of processes
and sectors adds credence to the
findings of the survey and provides

a representative indication of the
views of manufacturing in general.




Key findings

Key findings

Moderately and
significantly

70%

In the next 12 months do you
expect the turnover of your
business to grow in size?

10

e@e Why do you
C@ have trouble

recruiting skilled

9 O Cy employees?
w4

At least partly agreed

Do you think Industry :
4.0 will start to replace Not available
the more traditional locally
manufacturing methods?

Do you think the government’s measures
to help businesses to get back on track
after COVID-19 are adequate?




]

Where are your main
competitors based?

Overseas
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Do you consider

the government’s
incentives to

be effective at
promoting exporting?

Has your company
suffered either

an attempted

or successful
cybercrime

attack in the last
12 months?

74%

Will the
extension of
payments for
CBILS, Bounce
Back Loans and
annual VAT be
of assistance
or do you need
more support?

More assistance
required

11



Brexit
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Brexit

The survey was taken at a time when the
negotiations between the UK and the EU were
ongoing and, at the time, there remained a real
prospect of a ‘no deal’ which has turned out
not be the case.

When asked the question, However, the results as shown,
‘How do you think Brexit will affect clearly indicate a realisation of the
your business?’, in comparison scale of preparations and change
to the survey results for 2019, we needed, regardless of deal or no
expected there to be an increase in deal upon businesses, both directly
the number of respondents saying and indirectly. This was shown

that it would affect their business, by the substantial interest in our
given the immediacy of the end Brexit readiness webinars which

of the transitional period and the took place at the end of 2020.

uncertainty of its nature at the time.

Significantly

0,
Moderate e

A little

5%

@ 5%

2020 @ 2019

None



®

[

When asked what was most important for their business, frictionless trade or
the UK to be released from EU state aid restrictions, the majority of respondents
stated that they believed frictionless trade would be more beneficial.

* ¥
79% 21% .
() () . o
Frictionless Release from * *
Agreement State Aid * o x
It is clear that the increased regulation December deadline, will be amended
and administration involved will have as many of these issues are not for
both cost and marketing implications the benefit of either the EU or the
for businesses that trade with the UK. Manufacturers need to take
EU bloc. There is an imperative that steps to maintain their supply chains
businesses understand the new and customers in the meantime.

requirements as they apply them,
and that steps are taken to mitigate
adverse effects on their business.

At the time of writing, early indications
are that there continue to be problems
at boarders even though the EU deal
was struck just before Christmas.
These include issues such as a lack
of knowledge concerning required
documentation and country of origin
issues, which have resulted in goods
being turned away or subject to
double excise duties. It is hoped that
the EU agreement, which was in the
end settled in a hurry against the

Manufacturing
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Prospects for the future

Prospects for the future

Looking at barriers to growth, the results were
both interesting in terms of absolute results and
also in comparison to last year.

What is your main barrier to growth in the next 12 months?
Availability of new premises 204
® %

Working capital restraints 7%

G 19%
Global economic conditions 31%
G 5%

Brexit and concerns over 25%

future trading tariffs QUG 19%

Government administration 5%

@» 6%

Recruiting/retaining 12%
appropriately skilled staff g 2%

Cashflow 9%
@a» 7%

Other 9%
Gl 12%

2020 @ 2019

14



Availability of government secured
lending through the various
coronavirus business interruption
schemes has had an impact on the
results, with working capital enjoying
a 12% favourable swing. However,
concern for external factors in terms
of global conditions and Brexit,
increased significantly for 2020. The
need to recruit reduced by 9% as the
post COVID-19 employment market
clearly slackened, corresponding

to less buoyant order books.

Conversely, when questioned about
turnover prospects for the coming
12 months, 83% said they expected
turnover to grow or remain the
same with 17% expecting it to fall.
This compares very favourably to
2019, though there was a reduced
growth expectation compared to
business remaining at current levels.
Overall, a positive expectation given
the circumstances at the time.

In the next 12 months do you expect the turnover of your business to:

Grow in size 45%
G 59%
Remain the same size 38%
@D 9%
Reduce in size 17%
G 32%
2020 @ 2019

This is somewhat contradictory to may already be from the position of

the barriers to growth question. More a reduced activity level generated by
trade at higher levels will undoubtedly the pandemic. An expectation that
tighten both the labour market and this is not anticipated to improve
demand for working capital and cash. in 2021 may not be as ‘positive’ as
Additionally, a higher proportion of it first seems, given the low bases
respondents expecting turnover to some may be starting from.

remain the same, indicates that this

Manufacturing
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Prospects for the future
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An increased level of static turnover
requires work to be done on
reducing costs to maintain profit
growth and return on investment, in
what is clearly going to be both an
entrepreneurial and riskier business
environment. To quote the saying, “it
will be essential to heed the mantra of
turnover for vanity, profit for sanity”,
meaning that in a flatter growth
period, there will be a need to drive
down direct cost and overheads to
maintain and improve profitability.

This may mean that price and profit
per unit will need to increase, not
always straightforward in difficult
trading conditions where demand is
matched or even short of supply.

This is especially the case if you are
in an original equipment manufacturer
(OEM) supply chain where the

OEMs themselves are looking to
improve their own profitability to
cover reduced consumer demand.

Therefore, there will be a clear need to
refocus and refashion business models
to reduce waste in terms of cost,
overhead and the maximisation of the
utilisation of fixed assets and working
capital, to maximise the return on the
level of sales achievable this year.

This may of course require
increased investment at a
strategic level.



®
[ ]

In terms of exporting assistance,

in an economic environment where
most commentators and government
agencies see the future prosperity of
the UK manufacturing sector as being
‘export led’, government assistance to
increase exporting and to encourage
businesses to even make a start is key.
Back in 2019, there was a clear opinion
on the lack of incentives available and
though there is a modest improvement
this year, there is still a belief that there
is much more for the government to
do to promote international trade.

Do you believe the government’s
incentives are effective in
promoting exporting?

2020 2019

Manufacturing
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Prospects for the future
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When asked about competitor locations, the respondents gave the
following answers. 2019 results are in brackets.

The rest of the UK — 33% (28%)
Your own region of the UK — 18% (8%)

Europe - 33% (25%)

North America — 0% (8%)

1'
w

South America - 0% (1%

These results, and in particular in
comparison with the 2019 results, are
interesting in that competition from
European and UK competitors is perceived
to be on the rise whereas, long distance
competition, perhaps affected by the
pandemic and the relative weakness of
sterling against foreign currencies, is much
reduced. Of particular interest is the much
reduced competition seen from China.

Our discussions with manufacturers in
the UK indicate that there is a significant
movement towards ‘re-shoring’ and work
to protect supply chains in preparation
for Brexit. This may have translated
through into COVID-19 business supply
interruptions too, as customers seek

a more local, reliable supply source

with shorter lead times and smaller

China-2% (12%

Africa — 0% (1%

)
)
I Rest of Asia — 2% (11%)
)
)

Other - 12% (6%

order quantities. This clearly presents
opportunity going forward for UK
manufacturers, particularly if the value
of sterling remains relatively low.

Although not covered by our

survey, international trade has been
significantly affected by an apparent
global shortage of containers, which
has magnified exponentially the cost
of these by a factor of 10 times.

This is currently making many international
trading activities uneconomical, at least

in the short term. Against the background
of COVID-19 and Brexit, the UK and

other global governments must come
together to strategically alleviate this

issue as a point of urgency, to keep global
trade routes open and viable as this is a
global rather than just a UK problem.
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Sales and Marketing
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Sales and Marketing

In a depressed and monetarily more competitive
domestic and commercial marketplace, the need for
effective sales and marketing activity is paramount.
Manufacturers can no longer rely on OEMs
absorbing capacity as they grow. The science of

sales needs to be practiced.

Do you have a sales and/or

marketing team?

4%

96%

Yes

of respondents confirmed
that they have an active
sales and marketing team -
an increase of 5% on 2019.

Do you provide training for your
sales and marketing team?

35%

65%

Yes
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Yet of those, just 44% saw
their effectiveness as being
above 70%, compared

with 2019, where the same
measure indicated 52%.

How would you rate your sales and marketing team’s
effectiveness? 2019 results are in brackets.

8% (8%) 91-100
81-90
17% (34%) 71-80
61-70
8% (4%) 51-60 l
41-50
4% (2%) 31-40
l 21-30
0% (0%) 11-20
1-10

This essential activity is both
expensive and a key driver to
business success and in that
context, the above results are a
cause for concern and action.

Many sales teams have
found 2020 difficult in terms
of mobility, networking and
demand, some have spent

19% (10%)

38% (14%)

2% (10%)

2% (10%)

2% (8%)

much of the year “furloughed’.
As we emerge from the
pandemic, its likely that some
refreshing and retraining will
be necessary based on these
results. Manufacturers cannot
afford for their key business
drivers to be ineffective.

21



Manufacturing processes
and resources

Manufacturing processes
and resources

In 2019, the lack of digitisation of the sector
was seen as a key block, both to productivity
and competiveness, particularly compared with
continental Europe.

The opportunities that an increasingly
global environment with an abundance

of trading possibilities present and Do you think Industry 4.0 will start to replace

can be accessed through digitisation the more traditional manufacturing methods?
is high. However, this is also a

threat, as many in the market will

be competing with each other to Not at all 5%

gain new market share in the ‘post @D 8%

COVID-19 era’. Making sure that your

business is digitising appropriately

has never been more important. Slightly 36%
G 25%

The results to the question ‘Do you

think Industry 4.0 (i4) will start

to replace the more traditional Partially 46%

manufacturing methods?’ are G 41%

notably different this year to last.

With a trend more attuned to

‘evolution rather than revolution’, a Significantly 8%

greater proportion of respondents G 20%

overall recognised that there will

be some effect going forward,

though less expect it to have a Other 5%

significant effect than last year. @ 6%

2020 @ 2019
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It is a concern that some of

these responses may have been
influenced by a tendency to retrench
from investment in tough trading
times and bearing in mind global
economic uncertainty. This is of
course a worrying trait if indeed

it does influence the necessary
modernisation of the sector and could
be seen as a ‘short term view’.

Results may also be influenced by
a realisation that, in an environment
where many businesses in the
sector are now quite highly geared
due to the need to fund the effects
of the global pandemic. There may
well be a lack of appetite for the
banking and investment sector to
support a short term programme
of digital modernisation.

We would contend that in a market
where global competitiveness,
productivity and supply chain
sustainability are key to the sector’s
future in the UK, there is a strategic
need for government and financial
backers. To support the modernisation
and drive for productivity, sustainability
and efficiency in a sector where the
gross value added (GVA) per employee
engaged is so high that it is crucial to
the health of the UK economy, beyond
just the manufacturing sectors and
belying its 10% direct inputs into the
UK gross domestic product (GDP).

Manufacturing
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Raw materials

Raw materials

Supply and cost of raw materials has been
affected during the year by the effects of the
pandemic, both directly and indirectly.

Initial supplies were in surplus

back in late March and April in

some circumstances. But as the
year came to a close there was a
significant shortage of certain grades
of steel, for example, which in turn
adversely affected supply chains.

Weakness of sterling, particularly
against the USD, which is the
underlying currency used to trade
most valuable global commodities,
especially metals, had a significant
additional adverse pressure on
prices and margins as is illustrated.
Here we can see that there is an
increased effect on profitability in
a market where it is very difficult to
pass on rising costs to customers.

24

This is likely to have been a factor

in respondents identifying global
economic conditions as an increased
barrier to growth in the future.

No business can influence global
events and though 2021 promises
more stability, post Brexit, post
pandemic and with a new US
president, manufacturers will still need
to ‘control what they can control’.

Successful manufacturers will need
to carefully manage this risk going
forward, by securing their supply
chain, effectively hedging against
currency fluctuations working against
them and including materials price
escalators wherever possible.

o Has the profitability of your
Bﬂ business been affected by the cost
and/or availability of raw materials?

Yes 67%
G 62%

33%

N
° I 35%

2020 @ 2019



Employment

Employment

In terms of employment related questions,
specifically skills and availability, the next group
of questions painted a clear picture of desperate
shortages in 2019, with an indication that the
apprenticeship system needed reform as it was
unfit for purpose, 2021 was no different.

Do you have difficulty recruiting If you do, why?
skilled employees?
You can’t afford 8%
the market rate o 6%
61% 39%
Yes Mo Not available

47%

°cal CHD 44%

o) o)
81 /O 19 /O Not available in
Yes No the market place  quu—— 30/

2020 @ 2019 Other* 6%
@ 7%

2020 @ 2019

The response gives a clear indication that the overall
demand has reduced, as we might expect due to COVID-19,
but the supply of skilled people still remains a challenge and
interestingly, the position seems to have worsened in 2020.

Manufacturing
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39%
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Employment

Has your business been affected Is employing foreign employees
by the National Minimum Wage? positive for your business?

25% 75% 4% 26%

Yes No Yes No

15%

No

60% 85%

No Yes

40%

Yes

2

2020 @ 2019 2020 @ 2019

Demand for workers still seems to
outstrip supply and the effect of

the minimum wage seems to be a
reducing concern for a sector which is
generally high paid and highly skilled.
The movement between 2019 and
2020 results clearly indicates that this
is continually lessening as businesses
seek to move up the ‘value added’
chain and would seem to support a
drive towards greater automation.

26



While the responses between 2019
and 2020 about the effectiveness of
the apprenticeship levy carry some

equipment and processes including
i4 capabilities. They then have to work
on older equipment requiring different

inconsistency, still nobody felt the levy
to be extremely effective and only
25% considered it to be better than
average. Even though this seems to
indicate a significant improvement

on 2019, it still isn’t enough to

achieve a level of effectiveness and
relevance to close the skills gap.

skill sets at their employer. Not

only does this foster the perception
that the apprenticeship scheme is
inappropriate to the employer, it also
drives inefficiency, disillusion for

the apprentice and ultimately over
reliance on long standing employees
in manufacturing businesses. This
impedes succession, productivity and
Anecdotal evidence cites the lack ultimately supply chain sustainability.
of flexibility in enabling apprentices

to work continually, particularly in
smaller entities, rather than being
absent at college for blocks of time,
which impedes production. Excessive
administration and requirements

for apprentices to attend sessions
perceived to be irrelevant to their, or

How effective do you think the
apprenticeship levy is at improving
skills within your business?

their employers perception of their Very 25%

job, can also be a negative factor. @» %

Most worryingly, and this must be Not 42%
considered in the context of the so G 68%
results elsewhere, apprentices are

(rightly) trained at college on the latest Not 33%

atall  QEEEEEED 26%
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Research and Development
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Research and Development

Innovation tax reliefs have been a key incentive
provided by the UK government to encourage
UK business to continue to innovate, solve
technical uncertainties and add value to their
products both now and into the future.

Departure from the European
Union presents potentially even
greater opportunity to incentivise
UK business, as the regulations
concerning ‘state aid’ are no longer
fully dependent upon EU directives.

Our experience shows that almost
all manufacturing businesses

will engage in some form of R&D
relief qualifying activity. It is about
identifying and harvesting it.

Government statistics continue

to show relatively low level of
engagement on the process across
the market place and it is good to
know that the responses below
continue to outstrip that benchmark.
As of 30 June 2020, there have been
59,265 R&D tax credit claims for 2018-
19, of which 52,160 are in the SME
R&D scheme. This is based on partial
data for the year and expected to
increase as more returns are received.

As of 30 June 2020, £5.3bn of R&D tax relief
support has been claimed for 2018-19,

corresponding to £35.3bn of R&D expenditure.




In terms of Corporation Tax rates, we
asked again whether the current 19%
rate, in the face of several political
calls to raise the rate to help pay for
COVID-19, was still at the correct level.

of respondents
indicated that 19%
is the right level,
actually an increase
of 2% on last year.

This is of course to be expected as
nobody, if asked, invites a higher bill.
However, if the rates do increase,
then the value of incentives such

as R&D and also the 100% Annual
Investment Allowance, now confirmed
as extended at £1 million for another
year, rises too. Our research identified
that before the impact of the pandemic
was known there were insufficient
cash incentives to foster investment.

If rates are increased, then the value
of the benefits of incentive-based
allowances increase with them. It
will be interesting to observe over
the next few weeks and months
how the government will react

to the need to fund its COVID-19
support programmes. Business
will need to react accordingly

to minimise any adverse effect
and maximise the benefits.

Manufacturing
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Research and Development

Do you think that the existing rules for
Research and Development tax credits apply
to your business?

Yes 82%
G 85%
No 18%
Ga» 15%

If answer to above is yes, have you made a
claim in the last 12 months?

Yes 2%
G 78%

No 28%
GRS 22%

2020 @ 2019

30
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Two observations emerge from
the above:

¢ have the 18% of respondents
who don’t consider R&D tax
relief as applicable to them
really taken the right advice?

¢ of those businesses who do

consider it to be applicable, the
reduction in claims this year to last
year (with now 28% saying they
have yet to make claim, compared
to just 22% in 2019), would indicate
that the impact of the pandemic
might have distracted businesses.

Since the pandemic took hold, at
Crowe we have been using R&D relief
as a key tool in restoring the finances
of businesses and of course, at any
one time, if you haven’t made a recent
claim, it is possible to make claims for
all periods of tax account still ‘open’.

In an environment where, every
effort will be needed to generate
the funds to ‘get back on track’,

this valuable relief needs a second
look. At Crowe, we can help you.
Please start the conversation.

Manufacturing
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Government support and
Influence/COVID-19

Naturally, given the events of 2020, this is
clearly a key area both in terms of measuring
the fortunes of the sector in 2020 but also the

prospects for the future.
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Only 45% of respondents replied in
the affirmative when asked ‘Do you
think the government’s measures
to help businesses to get back
on track after COVID-19 are
adequate?’, despite a package of
support across business which is
unprecedented in modern history.

It is true that the ‘COVID loans’, Crown
Debt (PAYE, VAT and Corporation
Tax) deferral and of course the
Coronavirus Job Retention Schemes
(CJRS) (furlough) schemes have
sought to support businesses

through the various lockdowns.

These packages though, merely

put businesses into survival mode,
protect jobs and funds that might
otherwise have been earmarked

for investment and growth, are now
necessarily appointed in supporting
overheads that continue to be incurred
despite reduced activity levels.

Apart from CJRS, manufacturing
has not benefitted from grants
but by a generation and extension
of debt, which will need to

be repaid at some point.

Manufacturing
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While the removal of lockdown
promises a resurgence of custom

in the hospitality, retail and leisure
sectors, this is not so certain in
manufacturing sectors, especially
where inactivity has removed or
reduced demand. This will require a
longer ‘run up’ to be restored than
other sectors, where ironically there
has been more grant based support.

Supply chain demand in aerospace,
automotive and rail sectors, for
example will take time to be restored
in a period that will extend beyond
the end of lockdown restrictions

and manufacturers know this.

When the third lockdown started

in January 2021, there was a clear
frustration in the sector that there is
no support for manufacturers enabling
them to refashion their businesses

to cope with this change in demand,
The results shown reflect this.
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Business support and funding

Business support and funding

The support offered by business networks
and professional advisors has naturally been

impeded by the pandemic.
0

In 2020, 62% (Compared to 58% in Are you a member of a

2019), confirmed that they were a manufacturing network?
member of a manufacturing based

network. It remains to be seen O
whether this changes after the

pandemic, but it’s highly likely that O
ongoing engagement, best practice

sharing and even networking and
marketing will, at least in part, Yes
remain virtual into the future.

However, professional bodies,
chambers of commerce and the like
have reported an increased level of
support and engagement, even in
the new virtual way of working.

Who is your go-to-external advisor for business advice?

29% 27%  10% 10%  24%

External Accountant Non Exec Trade Other
Consultant Director Association
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When asked who their ‘go to advisor’, There will be a significant challenge

a larger proportion cited consultants to do this, for the funding sector,
and accountants. But interestingly, when the government secured
there has been a rise in the influence lending comes to an end. The 31%
and validity of trade associations. who indicated that ‘more help is
It specifically excludes both bank needed’, is significant. Funding
managers and lawyers from survey will be needed going forward to
responses as these professions thrive, rather than just survive.’
are now perhaps seen as more
‘transactional’ rather than holistic Asked whether the extension
in their advisory capabilities. of schemes would help or
whether more assistance
In 2020, there was a high level of was needed revealed:

availability of COVID-19 government
backed debt which will have enabled
banks to support businesses better

than they might otherwise have done. Compa_rative_ly, the quality
Although just 10% of respondents of relationship with bankers,
said that they had sourced funding remains positive

from banks, this improving relationship
will stand businesses in good stead
for a future where relationships with
funders will be key to success.

The availability of government
secured debt has really helped
business in 2020. However, there
needs to be continued finance and
investment support to fund growth

and improvement in the future.
Will the extension of

payments for CBILS, Bounce
Back Loans and annual VAT

O O be of assistance or do you
need more support?

' i 44% 25% 31%
31% responded that more ves @ Abit @ No
assistance was needed in

addition to COVID-19 debt.
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Fraud and Cybercrime

Fraud and Cybercrime

Lastly, in the face of increasing national
statistics concerning fraud and cybercrime we
added two questions in this year’s survey and
the results absolutely vindicate this decision.

Has your company had any Has your company suffered either
incidents of suspected fraud an attempted or successful
(either external or internal) in the cybercrime attack in the last
last 12 months? 12 months?

= @
=L

12% 31%

12% of the respondents confirmed that they had experienced incidents of
suspected fraud in the last year, and 31% indicated that they were aware of
either an attempted or successful cybercrime attack in the last 12 months.
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These results are really concerning

as they record just what respondents
know to be the case, and of course
there may have been instances that
remain undetected at this point. It is
also true that every incident of fraud
or cybercrime is hugely costly in terms
of funds lost, as well as disruption and
rectification. These statistics will be
concealing a great deal of lost money.

Fraudulent activity historically always
increases in times of economic
hardship and an increased reliance
on digital systems will further extend
this trait as there is no longer a
physical need for a perpetrator to
‘put their hands in the till’. Fraud and
cybercrime now represent over 40%
of all crime in the UK and the financial
and reputational risk from falling victim
to such crime can be devastating.

We strongly recommend that
businesses carry out fraud and
cybercrime assessments of their
businesses. In the future, it is
highly likely that supply chain
enquiries will require such activity
and certification in the same way
as they have previously sought
BS and ISO accreditations.

Crowe can help you with
this, so please start the
conversation.

Manufacturing
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Our Manufacturing team

Our Manufacturing team

The manufacturing industry has long been an
barometer of the health of the UK economy.

Our specialists are passionate about the industry
and focused on your future success and
experience. By helping you make smart decisions
today we can create lasting value into the future.

We are committed to our clients
We want to be your partner in business.
To achieve this, we work with you and
your business, applying our technical
expertise and specialist knowledge
through clear, independent, working
relationships. Our ambition is to be your
long-term trusted advisors and help you
answer tomorrow’s questions today.


https://www.crowe.com/uk/croweuk/industries/manufacturing
https://www.crowe.com/uk/croweuk/industries/manufacturing

We help: Who are With:

e privately owned companies engaged In: e statutory audit and

: . . accountin
e family business * heavy vehicle manufacture 2

e taxation compliance

e partnership and LLPs construction and advisory

e sole traders surveying and rail

¢ financing

e listed companies and funds. oil and gas systems « corporate finance

robotic systems and

e advice for shareholders
software development

and directors

automotive o VAT

aerospace . . .
international services

e food and beverage . .
personal and exit planning

domestic .
employer advisory

mechanical .
regulatory compliance

RRatiiessl e growth strategies

additive and reductive

. . overseas growth
engineering

acquisitions
capital allowances
R&D claims
patent box claims
consulting

e waste reduction and
profit improvement

a wide range of other
i ‘ o advisory services.

- = change management
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About Crowe

About Crowe

We are a national audit, tax, advisory and risk firm
and the UK member of the world’s eighth largest
accountancy network — Crowe Global. We pride
ourselves on our tailored and personal service
which is why we see our clients stay with us year
after year. Close working relationships are at the
heart of our service delivery.

1000.

people in the UK

Q an

vl 8- O
+

Partners

in the UK EE 9th

 —

Q By number of audits of listed companies, FRC Key Facts and Trends in the Accountancy Profession, Figure 38. (October 2020)
0 FRC Key Facts and Trends in the Accountancy Profession Figure 33: UK fee income of
audit firms that audit PIEs — by fee income on audit (October 2020)
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Through our global network we have access to
more than 42,000 people in 146 countries and
across 765 offices globally.

&, 42,000

w2y 146 oth |

accounting network

200.

independent member
firms globally

countries

765 JEN

offices globally

Manufacturing
Outlook Report 2021 41



Crowe

Start the conversation

Johnathan Dudley

Partner

Head of Manufacturing
Midlands
johnathan.dudley@crowe.co.uk
+44 (0)121 543 1900

Peter Varley

Partner

London
petervarley@crowe.co.uk
+44 (0)20 7842 7100

Chris Mould

Partner

Cheltenham
chris.mould@crowe.co.uk
+44 (0)1242 234421

Mark Anderson

Partner

Kent
mark.anderson@crowe.co.uk
+44 (0)1892 700200

Michael Jayson

Partner

Manchester
michael.jayson@crowe.co.uk
+44 (0)161 214 7500

Richard Baker

Partner

Thames Valley
richard.baker@crowe.co.uk
+44 (0)118 959 7222

WWW.Crowe.co.uk

@CroweUK

About Us

Crowe UK is a national audit, tax, advisory and risk firm with
global reach and local expertise. We are an independent member
of Crowe Global, the eighth largest accounting network in the
world. With exceptional knowledge of the business environment,
our professionals share one commitment, to deliver excellence.

We are trusted by thousands of clients for our specialist advice, our
ability to make smart decisions and our readiness to provide lasting
value. Our broad technical expertise and deep market knowledge
means we are well placed to offer insight and pragmatic advice to all
the organisations and individuals with whom we work. Close working
relationships are at the heart of our effective service delivery.

Crowe U.K. LLP is a member of Crowe Global, a Swiss verein. Each member firm of Crowe Global is a separate and independent legal entity.
Crowe U.K. LLP and its affiliates are not responsible or liable for any acts or omissions of Crowe Global or any other member of Crowe Global.
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